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Assigned Rating:
Assigned Outlook:

PRS A plus (corp.)
Stable Outlook

Note: PhilRatings can also include a plus (+) or minus (-) sign to further qualify the rating.
Rating Definition
A company rated PRS A (corp.) has an above-average capacity to meet its financial commitments
relative to that of other Philippine corporates. The company, however, is somewhat more susceptible
to adverse changes in circumstances and economic conditions than higher-rated corporates.
On the other hand, an Outlook is an indication as to the possible direction of any rating change
within a one-year period and serves as a further refinement to the assigned credit rating for the
guidance of investors, regulators, and the general public. A Stable Outlook is assigned when a rating
is likely to be maintained or to remain unchanged in the next twelve months.
Analyst’s Note:
The Issuer Credit Rating is being assigned in relation to the proposed first tranche (P2.0
billion) of Alsons Consolidated Resources, Inc.’s (ACR; the Company) new Commercial Paper
(CP) Program of up to P3.0 billion. Proceeds of the proposed issuance will be used to pay off
the short-term obligations of the Company and to partially fund the development of its hydro
power projects.
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RATIONALE
The following factors were considered in arriving at the assigned rating and Outlook:
The establishment of development projects in Mindanao that are supportive of the growth of the
region’s power industry. Two major development projects are expected to specifically support the
growth of the region’s power industry. These are the Mindanao-Visayas Interconnection Project
(MVIP) and the implementation of the Wholesale Electricity Spot Market (WESM) in Mindanao.
MVIP aims for the physical integration of Mindanao with the broader Luzon-Visayas Grids. On
October 19, 2018, the National Grid Corporation of the Philippines (NGCP) simultaneously broke
ground on the project’s cable terminal stations in the Municipality of Santander, Cebu, and Dapitan
City, and Zamboanga del Norte. These cable terminal stations serve as the landing points of the two
92-km submarine cables which will carry around 450 megawatts (MW) of power from Visayas to
Mindanao, and vice versa.1 The project, which was previously expected to be completed by December
2020, is now projected to be completed by 2021 as varying degrees of community quarantine remain
in effect in several parts of the country to date, according to NGCP.2 (Analyst’s Note: Kindly refer to
the Economy section for more details regarding COVID-19.) Once completed, it will enable ACR to
sell its capacities to Visayas and Luzon. WESM, on the other hand, is a centralized platform for
buyers and sellers to trade power as a commodity. Both the Luzon and Visayas Grids are already
integrated into WESM. For Mindanao, however, WESM has not yet commenced operations due to
ongoing software upgrades. Once fully implemented, the foregoing will serve as an avenue for the
sale of ACR’s uncontracted capacities in Mindanao and may also help address the oversupply situation
in the region. PhilRatings notes, however, that ACR’s portfolio of power projects is subject to
geographic concentration risk given that bulk of its power assets are highly concentrated in
Mindanao. As such, the performance of its power business is more reliant on the economic conditions
of the region where it operates compared to other power companies which have a wider geographic
footprint.
The Company’s ability to establish joint ventures with strong partners for particular projects. Over
the years, ACR has developed partnerships with other well-established companies which can provide
more opportunities for expansion. Two of its power plants, Western Mindanao Power Corporation
(WMPC) and Southern Philippines Power Corporation (SPPC), are joint ventures among ACR (55%),
Toyota Tsusho Corporation (25%; TTC) of Japan, and Aboitiz Power Corporation (20%; AP). TTC is
also the Company’s partner for the 210-MW Sarangani Energy Corporation (SEC) coal-fired power
plants. TTC is the trading arm of the Toyota Group while AP is the power arm of the Aboitiz Group.
As of report-writing date, AP has an outstanding rating of PRS Aaa, with a Stable Outlook, for its
P40.0 billion in outstanding fixed-rate bonds and for its proposed bond issuance of up to P4.0 billion,
with an Oversubscription Option of up to P4.0 billion (Total – Up to P8 billion). Moreover, Alsons
Thermal Energy Corporation (ATEC), which is the holding company for ACR’s coal-fired power
assets, is currently in partnership with Global Business Power Corporation (GBP). With GBP’s track
record as the leading power producer in the Visayas, ACR believes that such partnership will enable
the Company to strengthen its power projects in Mindanao and Western Visayas, particularly in light
1
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Source: https://www.sunstar.com.ph/article/1773537
Source: https://www.4coffshore.com/news/covid-19-delays-transmission-projects-in-philippines-nid19184.html
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of the planned interconnection of the two island groups’ grids. It will also allow ACR to explore other
energy-related projects in Southern Philippines, including opportunities in smaller islands with
sizeable growth potential.
Its planned expansion projects which will further diversify its generation mix. While the current
capacity of ACR harnesses energy purely from non-renewable sources, it is already in the process of
exploring opportunities in renewable energy (RE) generation through its hydroelectric power
projects (HEPPs). With its various projects in the pipeline, ACR expects to add about 221 MW to its
current capacity of 468 MW. Of the total expected additional capacity, 116 MW will come from the
Company’s HEPPs while the balance of 105 MW will come from its coal-fired power project in
Zamboanga City. Once completed, such projects will bring ACR’s total capacity to 689 MW. Of the
expected total, coal will account for 315 MW (45.7%), diesel will account for 258 MW (37.4%), and
hydro will account for the balance of 116 MW (16.8%). In addition to HEPPs, the Company is also
considering putting up a solar farm. Such plan, however, is still in the very early stage. The foregoing
expansion plans are in line with the Company’s long-term goal of reaching a balanced generation mix
(50% from non-RE sources and 50% from RE sources) where it can serve the complete power
requirements of its customers (i.e. baseload, intermediate, peaking, back-up as well as ancillary).
Investing in RE will also allow the Company to diversify its revenue mix and minimize potential risks
that may arise from using certain fuel types.
Improving profitability, despite the current crisis due to the COVID-19 pandemic. Amid the
economic recession that the country is currently undergoing due to the COVID-19 pandemic, the
Company managed to post strong earnings in the first nine months of 2020. ACR’s net income grew
by 184% to P1.7 billion in September 2020. The substantial increase was mainly attributable to the
56.4% growth in total revenues to P7.3 billion. The fully operational SEC plant (Phase 1 and Phase 2)
continued to be a major revenue driver for the Company along with the continuing operations of
WMPC and the other diesel plants of ACR. Given the strong net income performance of ACR in the
first nine months of 2020, its net profit margin jumped from 12.6% in 9M2019 to 22.8%. The
Company also posted significantly higher return on average equity and return on average assets of
10.9% (9M2019: 4%) and 3.67% (9M2019: 1.3%), respectively. Interest coverage ratio also improved
for the period, from 1.85x in 9M2019 to 2.16x. Debt service coverage ratio, however, declined from
0.46x in 9M2019 to 0.38x on account of the Company’s P5.9 billion long-term debt that will mature
in the near-term.
Challenges encountered in securing bilateral contracts for its diesel power plants. Of ACR’s
operational diesel power plants, only WMPC is fully contracted. SPPC, on the other hand, is
currently mothballed3 while Mapalad Power Corporation (MPC) is only 29.1% (30 MW) contracted.
Management noted that in Mindanao, diesel power plants are being displaced by hydro power plants
as suppliers of peaking and back-up power due to the former’s high fuel costs. Considering the
foregoing, management stated that in order for the Company to maximize returns from its diesel
power plants, they will have to relocate such to areas where these assets will be more relevant and
competitive. For SPPC, ACR has ongoing talks with various electric cooperatives (ECs) in Eastern
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Visayas for prospective back-up power supply and ancillary services agreements. Once the
agreements are in place, the Company intends to relocate the SPPC plant to the Visayas region. For
MPC, on the other hand, ACR shared its plans to relocate the MPC plants to two potential locations
also in the Visayas given the frequent outages in these areas. While the foregoing relocation projects
remain a priority for ACR, the Enhanced Community Quarantine (ECQ) has stalled the Company’s
timeline. It is worth noting, as well, that given the reduced economic activity resulting from the
pandemic, peak demand may take a hit in the next two years. The foregoing may further lower the
demand for diesel as a peaking plant. As such, it may take even longer than expected for the
foregoing deals for its diesel plants to materialize.
Lingering economic and market uncertainty caused by the COVID-19 pandemic. Since its first
emergence in January 2020, confirmed cases of COVID-19 in the country soared. In an effort to
contain the spread of the virus, the national government implemented a four-level community
quarantine scheme ranging from strictest to the most relaxed restriction - ECQ, Modified ECQ
(MECQ), General Community Quarantine (GCQ) and Modified GCQ (MGCQ) - across various parts
of the country beginning March 13, 2020. Under ECQ, classes in all levels are suspended, mass
gatherings are prohibited, strict home quarantine for all households is observed, only providers of
basic necessities are open, mass public transportation is suspended and land, air and see travel are
restricted. These lockdown restrictions, particularly the imposition of the Luzon-wide ECQ from
March 16 to May 15, 2020, have brought about a decline in economic activity, as well as a weakening
and volatile local equity market. Given the foregoing, the country is experiencing an economic
recession, with its year-to-date Gross Domestic Product (GDP) contraction at 10% as of endSeptember 2020.

BUSINESS PROFILE
COMPANY BACKGROUND
ACR is a publicly-listed investment holding company of the Mindanao-based Alcantara Group,
through its ultimate parent, Alsons Corporation. It has core interests in energy and power generation,
as well as property development.
Before the Company took on its current name, ACR was known as Victoria Gold Mining Corporation
and later on, as Terra Grande Resources, Inc. Established in 1974, it was formerly engaged in the
business of oil exploration, petroleum and other mineral products. In 1995, it changed to its current
name and it shifted its primary purpose to that of an investment holding company to mark the entry
of the Alcantara Group.
Listed in Table 1 are the subsidiaries and associates of ACR as of end-September 2020. These
companies are primarily engaged in investment holding, power generation, management services and
real estate development.
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Table 1 List of Subsidiaries of ACR as of end-September 2020
Percentage of
Ownership (%)
Su bsidiaries
Conal Holdings Corporation (CHC)
Alsing Power Holdings, Inc. (APHI)
Western Mindanao Power Corporation (WMPC)
Southern Philippines Power Corporation (SPPC)
Alto Power Management Corporation (APMC)
APMC International Limited (AIL)
Mapalad Power Corporation (MPC)
FGen Northern Power Corporation (FGNPC)
Alsons Renewable Energy Corporation (AREC)
Siguil Hydro Power Corporation (Siguil)
Kalaong Power Corporation (Kalaong)
Sindangan Zambo-River Power Corp. (Sindangan)
Bago Hydro Resources Corporation
Alsons Thermal Energy Corporation (ATEC)
Sarangani Energy Corporation (SEC)
ACES Technical Services Corporation (ACES)
San Ramon Power, Inc. (SRPI)
Alsons Power International Limited (APIL)
Alsons Land Corporation (ALC)
MADE (Markets Developers), Inc.
Kamanga Agro-Industrial Ecozone Development
Corporation (KAED)

Natu re of Bu siness Direct
Indirect
Investment Holding
100.00
Investment Holding
20.00
80.00
Power Generation
55.00
Power Generation
55.00
Management Services
60.00
Management Services
100.00
Power Generation
100.00
Power Generation
60.00
Investment Holding
80.00
Power Generation
80.00
Power Generation
80.00
Power Generation
80.00
Power Generation
80.00
Power Generation
50.00*
Power Generation
37.50
Management Services
50.00
Power Generation
50.00
Power Generation
100.00
Real Estate
99.55
Distribution
80.44
Real Estate

100.00

Alsons Power Supply Company (APSC)

Customer Service

100.00

*50% ownership plus 1 share of the total voting and total outstanding capital stock

BUSINESS SEGMENTS
Energy and Power
Making up about 99.6% to 99.9% of the Company’s revenues in the last three years and in the first
nine months of 2020, ACR’s energy and power business remains as the Company’s main source of
revenue.
Table 2 Revenue Breakdown

Energy and Power
Property Development
Total

(Amounts in PhP millions)
% of Total
2017
2018
2019 9M2020 2017 2018 2019 9M2020
6,494
6,638 6,783
7,309 99.6 99.6 99.8
99.9
25
28
13
7
0.4
0.4
0.2
0.1
6,519
6,666 6,796
7,316 100.0 100.0 100.0
100.0

As of end-September 2020, the Company had a total installed capacity of 468 MW which was
unchanged from the last credit rating review in April 2020. In terms of contracted capacity, 316 MW
or 67.5% of ACR’s total installed capacity is covered by outstanding bilateral contracts. In terms of
generation mix, on the other hand, 258 MW (55.1%) of the total installed capacity is attributable to
its diesel power plants while the balance of 210 MW (44.9%) is attributable to its coal power
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generating facilities. While the current capacity of ACR harnesses energy from non-renewable
sources, it is already in the process of exploring opportunities in RE generation through its HEPPs.
The following two tables show a summary of the Company’s existing power plants and planned
power projects as of report-writing date.
Table 3 Existing Power Plants as of end-September 2020
Power
Plant

Parent
Company

Expected
Life

Commercial
Operation Date

Location
Zamboanga
City
Sarangani
Province

WMPC APHI

18 years

Dec. 1997

SPPC

APHI

28 years

Apr. 1998

MPC

CHC

30 years

Jul. 1993 (MPC 1)
Dec. 1993 (MPC 2)

Iligan City

Installed
Capacity
(MW)

Contracted
Capacity
(MW)

Fuel
Type

100

101

Diesel

55

0

Diesel

103

30

Diesel

SEC
Sarangani
ATEC
25 years April 2016
105
105
Phase 1
Province
SEC
Sarangani
ATEC
25 years October 2019
105
80
Phase 2
Province
Total Installed Capacity – 468 MW | Total Contracted Capacity – 316 MW

Coal
Coal

Table 4 Ongoing and Planned Power Projects
Power
Plant
Siguil
SRPI
Sindangan*

Parent
Company

Expected
Life

AREC
ATEC
AREC

35 years
25 years
35 years

Bago
AREC
Kalaong*
AREC
Andan*

-

Target Start of
Commercial Operation

Location

Capacity
(MW)

2022
2023
-

Sarangani Province
Zamboanga City
Zamboanga del
Norte
35 years
2024
Negros Oriental
35 years
Sarangani Province
Agusan del Sur
Total Expected Additional Capacity – 221 MW

Fuel
Type

14.5
105
20

Hydro
Coal
Hydro

42.5
21

Hydro
Hydro
18
Hydro

*Further development in relation to these projects will commence in 2021 to keep up with market requirements.

With its various projects in the pipeline, ACR is expecting to add about 221 MW to its current
capacity. Of the total expected additional capacity, 116 MW will come from the Company’s HEPPs
while the balance of 105 MW will come from its coal-fired power project in Zamboanga City. Once
completed, such projects will bring ACR’s total capacity to 689 MW. Of the expected total, coal will
account for 315 MW (45.7%), diesel will account for 258 MW (37.4%), and hydro will account for
the balance of 116 MW (16.8%).
The Company’s energy and power business is mainly held by its four holding firms, namely: CHC,
APHI, AREC and ATEC. CHC owns all of ACR’s diesel-fired power generation businesses. APHI, in
6
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particular, owns WMPC and SPPC. AREC, on the other hand, owns all of the Company’s RE
businesses while ATEC owns all of ACR’s coal-fired power generation businesses. Figure 1 briefly
illustrates the corporate structure of the Company’s energy and power business.

ENERGY & POWER
CHC [Diesel]

Siguil

APHI

ATEC [Coal]

AREC [RE]
SEC

SPPC

Kalaong

Phase 1

APMC

Sindanga
n

Phase 2

WMPC

AIL

SRPI

APIL

APSC

ACES

Bago
MPC

FGNPC

Figure 1 Structure of ACR's Energy & Power Business

CHC and Subsidiaries
CHC is the holding company for ACR’s diesel-fired power generation assets. Under such are APHI,
APMC, MPC and FGNPC.
APHI directly owns two of ACR’s operating power generation subsidiaries, namely, WMPC and
SPPC.
WMPC operates a 100-MW diesel-fired electricity generating facility in Zamboanga City as a
merchant plant4 after its 18-year “Build-Own-Operate” (BOO) arrangement5 with the National Power
Corporation (NPC) expired in 2015. At present, WMPC has Power Sales Agreements (PSA) for 100%
of its capacity.
SPPC similarly operates a 55-MW diesel-fired electricity generating facility in Alabel, Sarangani
Province as a merchant plant after its 18-year BOO arrangement with NPC expired in 2016. In April
2018, its PSA with Davao Light Power Company (DLPC) and Cotabato Light and Power Company,
4

Merchant power plants are a form of non-utility or independent power generation designed for competitive
wholesale power marketplaces. Unlike conventional independent power projects, merchant plants do not have
upfront, long-term power purchase agreements to cover their output.
5 Build-Own-Operate is a public-private partnership (PPP) project model in which a government entity sells to
a private sector party the right to construct a project according to agreed design specifications and to operate
the project for a specified time. The private sector party owns and operates the facility independently.
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Inc. (CLPC) had expired, and both were neither extended or renewed. Management noted that while
SPPC is currently mothballed as it has no outstanding PSA, they are in talks with various ECs in
Eastern Visayas for prospective back-up power supply and ancillary services agreements. Once the
agreements are in place, the Company intends to relocate the SPPC plant to the Visayas region.

(Analyst’s Note: Kindly refer to the Strategy section for more details about ACR’s plans of relocating
its diesel power plants.)
Both WMPC and SPPC are joint ventures among ACR (55%), TTC (25%) of Japan, and AP (20%).
TTC is the trading arm of the Toyota Group while AP is the power arm of the Aboitiz Group. As of
report-writing date, AP has an outstanding rating of PRS Aaa, with a Stable Outlook, for its P40.0
billion in outstanding fixed-rate bonds and for its proposed bond issuance of up to P4.0 billion, with
an Oversubscription Option of up to P4.0 billion (Total – Up to P8 billion). Its proposed issuance of
up to P8.0 billion is the initial issuance from the company’s new P30.0 billion 3-year Shelf
Registration..
Another operating power generation subsidiary of ACR under CHC is MPC. In 2013, MPC
rehabilitated and started operating 98 MW of the 103-MW Iligan Diesel Power Plants (IDPPs) I and
II which CHC acquired from the Iligan City Government. In 2014, MPC completed the rehabilitation
and operated the balance of 5 MW. MPC likewise operates as a merchant plant and has an
outstanding PSA for 30 MW of its total capacity. According to management, it is also occasionally
providing back-up power to customers who are in need of additional supply. Similar to SPPC, ACR
plans to relocate the MPC plants to two potential locations in the Visayas region given the frequent
outages in these areas.
The Mindanao Grid, where most of the Company’s power projects are located, is primarily supplied
by the power generated by the Agus Hydroelectric System. Such system, however, is not able to
service the full demand of the grid whenever the water at Lake Lanao hits a critical level. Addressing
this deficit are the MPC, SPPC and WMPC power plants.
APMC, on the other hand, handles the management and the maintenance operations of the three
foregoing diesel-fired power plants, as well as that of power plant projects outside the country. It is a
partnership between ACR, through CHC, and TTC.6
In relation to the plants which ACR intends to relocate, management stated that the various
lockdown measures that were and which continue to be in place in different parts of the country
have stalled the Company’s timeline. Considering the foregoing, management shared that it intends
to finish the relocation of the plans over the medium-term.

AREC and Subsidiaries
AREC is the holding company for ACR’s RE businesses. It is currently developing the various run-ofriver7 HEPPs of the Company, namely, Siguil, Kalaong, Bago, and Sindangan.

6

Source: http://alcantaragroup.com/page_energy_power.php
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Siguil is a 14.5-MW run-of-river HEPP that will be built along the Siguil River basin in Maasim,
Sarangani Province. This project is considered as ACR’s first renewable venture and is scheduled to
start commercial operations in 2022.
Also in Sarangani, Kalaong is a 21-MW run-of-river HEPP that will consist of three power stations
built along the Kalaong River in Maitum, Sarangani Province.
Another RE project in the pipeline, Bago is a 42.5-MW run-of-river HEPP that will consist of four
power stations built along the Bago River in Negros Occidental.
Sindangan, on the other hand, is a 20-MW run-of-river HEPP built along the Sindangan River in
Zamboanga del Norte.
Once completed, these projects are expected to augment power supply in Sarangani Province, Negros
Occidental, Zamboanga, General Santos City and other key municipalities of South Cotabato. As of
report-writing date, the foregoing projects have not yet started commercial operations.
The Company is also working on an 18-MW run-of-river HEPP in Agusan Del Sur which will be
under Andan Hydro Power Corporation (AHPC). According to ACR, the project’s expected offtaker
is Agusan Del Sur Electric Cooperative (ASELCO). As of report-writing date, however, the Company
has not yet been incorporated.

ATEC and Subsidiaries
ATEC is the holding company for ACR’s coal-fired power assets. It is currently a partnership between
the Company and GBP. With GBP’s track record as the leading power producer in the Visayas, ACR
believes that such partnership will enable the Company to beef up its power projects in Mindanao
and Western Visayas, particularly in light of the planned interconnection of the two island groups’
grids. (Analyst’s Note: Kindly refer to the Power Industry section for more details regarding the
interconnection project.) It will also allow ACR to explore other energy-related projects in Southern
Philippines, including opportunities in smaller islands with sizeable growth potential. Under ATEC
are SEC, SRPI, and ACES.
SEC operates a 210-MW coal-fired power plant in Maasim, Sarangani Province. The first phase
(105MW) began commercial operations in 2016, while the second phase (105MW) began commercial
operations in October 2019. It should be noted that the Company owns 75% of SEC while the
remaining 25% is owned by TTC.
SEC Phase 1 and SEC Phase 2 have established PSAs for 100% and 76.2% of their capacities,
respectively.

7

Run-of-the-river hydroelectric systems are those that harvest the energy from flowing water to generate
electricity in the absence of a large dam and reservoir.
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SRPI oversees a 105-MW coal-fired power plant that will be located in the Zamboanga Ecozone. The
project is in the early stages of site development and clearing works. As of report-writing date, the
construction of the power plant has not yet started. The Company noted that such could supply
power to Zamboanga City and other parts of the Zamboanga Peninsula once completed. Of its total
capacity, a PSA was already secured for 85 MW.
ACES, on the other hand, serves as the operations and maintenance provider of these two foregoing
coal-fired power plants.
In addition to its aforementioned power projects in Visayas and Mindanao, the Company is also
developing power projects outside the country through its wholly-owned subsidiary, APIL.
Operational Highlights (2019 and 9M2020)
WMPC and MPC generated lower energy output in 2019 while SPPC had no energy output for the
period. As previously mentioned, SPPC has been mothballed since its PSAs expired in April 2018.
SEC Phase 1, on the other hand, had slightly higher energy output in 2019. Moreover, Phase 2 of SEC
was able to generate 104.1 GWh since it started operating in October 2019. Management attributed
lower energy output and net capacity factor of some of its plants to the entry of new coal-fired power
plants in the market. The increased competition led to some of the Company’s customers getting
power from these new power plants. Nonetheless, the foregoing did not materially affect ACR’s
revenues since the Company’s contracts are capacity-based8. The availability factor of all the plants,
on the other hand, improved in 2019.
Table 5 For the Period ended December 2018

Actual Energy Generated (GWh)
Ave. Net Dependable Capacity9 (MW)
Net Capacity Factor10 (%)
Availability Factor11 (%)

WMPC
172.3
100.0
19.7
94.2

Power Plants
SPPC MPC SEC Phase 1
9.6
34.2
472.0
55.0
60.0
105.0
2.0
3.9
51.3
99.9
99.7
94.0

Table 6 For the Period ended December 2019

Actual Energy Generated (GWh)

WMPC
82.3

SPPC
0

Power Plants
MPC SEC Phase 1
28.5
473.5

SEC Phase 2
104.1

8

Capital recovery fee and fixed operation and maintenance (O&M) fee are paid by the customer regardless of
usage
9 The maximum power a power plant can supply under specified conditions for a given time interval without
exceeding approved limits of temperature and stress
10 The ratio of its actual output over a period of time, to its potential output if it were possible for it to operate at
full capacity indefinitely
11 The amount of time that it is able to produce electricity over a certain period, divided by the amount of the
time in the period
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Ave. Net Dependable Capacity (MW)
Net Capacity Factor (%)
Availability Factor (%)

100.0
9.4
98.1

55.6
0
100.0

67.3
4.8
99.9

105.0
51.5
91.3

105.0
53.7
99.3

In the first nine months of 2020, bulk of the energy generated by ACR was derived from SEC Phase 1
and Phase 2. The balance was mostly produced by WMPC. SPPC and MPC, on the other hand, were
barely able to generate energy for the period.
Table 7 For the Period ended-September 2020

Actual Energy Generated (GWh)
Ave. Net Dependable Capacity (MW)
Net Capacity Factor (%)
Availability Factor (%)

WMPC
81.0
100.0
12.0
98.1

SPPC
0
0
0
0

Power Plants
MPC SEC Phase 1
0.03
351.7
41.9
105.0
0.01
50.8
100
99.3

SEC Phase 2
364.2
105.0
52.6
93.6

Property Development
ACR is also engaged in the business of property development mainly through its subsidiaries, ALC
and KAED. The next figure briefly illustrates the corporate structure of the Company’s property
development business.

PROPERTY DEVELOPMENT

ALC

Eagle Ridge

KAED

Aviana Development Corp.

Campo Verde

Figure 2 Structure of ACR's Property Development Business
ALC is primarily involved in two property development projects, namely: Eagle Ridge Golf &
Residential Estate and Campo Verde.
Eagle Ridge is a 700-hectare land development project in General Trias, Cavite which has both
residential and commercial components. It features four residential enclaves, each having its own golf
course, and commercial lots such as town center, golf villas, school, hotel and townhouses. Eagle
Ridge is a joint venture between ALC & Sta. Lucia Realty Development Inc.
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In addition to such, ALC is also developing other types of housing projects. In 2005, it launched
Campo Verde which is an 11-hectare medium cost housing subdivision in Batangas. A joint venture
project with Sunfields Realty Development, Inc., Campo Verde offers three kinds of Spanish-themed
homes that cater to young and growing families (i.e. Casa Duquesa, Casa Reina, Casa Condessa).
Management shared that ACR plans to sell out Phase 3 of the foregoing project by 2022.
KAED, on the other hand, is the developer of the Kamanga Agro-Industrial Economic Zone in
Sarangani Province. Such is accredited by Philippine Economic Zone Authority (PEZA) as an
agricultural and light industry zone. It is also where ACR’s SEC power plant is located. Management
highlighted that the foregoing will be beneficial for the Company as the locators in the area will also
serve as potential customers of the power plant.
In addition to the foregoing, the Company also has an investment in Aviana Development
Corporation (Aviana) which is presently developing Azuela Cove in Lanang, Davao City. The 26hectare site is set to be transformed into a master-planned, mixed-use community that will include
residential low to mid-rise towers, commercial lots, offices, an events venue and a waterside cove
with some retail components. According to management, pocket developments such as a mall,
restaurants and event tents are already present inside Azuela Cove. In addition, St. Luke’s Medical
Center (SLMC) is in the process of developing a tertiary hospital in Azuela Cove. Due to the
pandemic, however, SLMC deferred the development of the hospital as it is currently focusing on
helping the government battle COVID-19. According to management, the original completion
schedule of 2H2023 will be revised. Discussions for the new completion schedule of the hospital are
ongoing. Aviana is a joint venture project of Ayala Land, Inc. (ALI) and the Alcantara Group. ALI has
been assigned issue credit ratings of PRS Aaa for its outstanding bond issuances. These amount to a
total of P121.9 billion, as of report-writing date.
Table 8 Property Development Projects
Project
Launch
Eagle Ridge Golf &
1994
Residential Estate
Kamanga Agro-Industrial
Economic Zone
Campo Verde
Azuela Cove

2011
2015
2015

Type of Development

Location

Land Area
(in ha)

Golf Course Development
with Residential
Component

General Trias, Cavite

700 ha

Economic Zone
Housing Project
Mixed-use Community

Maasim, Sarangani
Province
Malvar, Batangas
Lanang, Davao City

55 ha
11 ha
26 ha

OWNERSHIP
As of end-September 2020, the Alcantara Group effectively owned 79.98% of the total outstanding
shares of ACR through its three subsidiaries, namely: Alsons Corporation, Alsons Power Holdings
Corp. (APHC) and Alsons Development and Investment Corporation (ALDEVINCO).
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Table 9 Major Shareholders
Stockholder
Alcantara Group of Companies
Alsons Corporation
APHC
ALDEVINCO
Directors and Officers
Others (including the public)
Total

Percentage of Ownership (%)
79.98
41.21
19.87
18.89
0.01
20.02
100.00

Since its establishment in the 1950s, the Alcantara Group has become one of the largest and most
diversified Filipino-owned conglomerates in the Philippines. Its business interests span a wide range
of industries, including power generation, agribusiness, forestry, transportation, real estate
development and construction. The Group was borne out of the vision of Mr. Conrado Alcantara, a
pioneering businessman who set forth to tap Mindanao's vast and undeveloped resources.
Through Alcantara Group’s more than 60 years of experience in its various businesses in Mindanao,
ACR is able to acquire in-depth local knowledge of its operating environment.
MANAGEMENT
Since the last credit rating review, there were no material changes in the Company’s set of directors
and principal officers.
Mr. Tomas I. Alcantara has served as the Chairman and President of ACR’s Board of Directors since
2001. Mr. Alcantara holds a Bachelor of Science degree in Economics from the Ateneo de Manila
University, and a Masters in Business Administration (MBA) from Columbia University. He also
attended the Advanced Management Program of the Harvard Business School.
Ms. Editha I. Alcantara has served as a Director of the Company since March 1995. She also
concurrently serves as the Treasurer of the Company. She holds a Business Administration degree
from Maryknoll College, and an MBA from Boston College. On top of her role in ACR, Ms. Alcantara
also serves as a Director and Treasurer of other companies in the Alcantara Group. Ms. Alcantara is
the sister of Mr. Tomas Alcantara.
Mr. Tirso G. Santillan, Jr., on the other hand, has been a Director of the Company since June 1996
and EVP since April 1995. In addition to such, Mr. Santillan also serves as the Chief Operating
Officer of ACR. He holds a Bachelor of Arts degree in Engineering, and a Master in Business
Management degree from the Ateneo de Manila University. Mr. Santillan also heads the Power
Business Unit of the Alcantara Group.
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Based on company disclosure, ACR had a total of 409 employees as of end-September 2020. The
Company expects minimal changes in such for the next 12 months. All employees of the Company,
along with its subsidiaries, are not unionized.
While ACR is a family owned corporation, family members continue to be supported by professional
managers.
LEGAL ISSUES
SPPC had long-outstanding receivables that were disputed by NPC. The receivables amounted to
US$7.3 million and P96.3 million from April 25, 2005 to April 25, 2010. The dispute was first elevated
to the ERC in 2013, then to the Court of Appeals (CA) in 2015 and finally to the SC later that same
year. All three of them ruled in favor of SPPC. In July 2016, the SC held NPC liable to pay SPPC. In
November 2016, the SC issued a decision to deny the motion for reconsideration submitted by NPC,
and rendered the case with finality. On March 13, 2020, ERC issued an order recommending that
SPPC file a money claim with the Commission on Audit (COA). Pursuant to the order, SPPC filed a
Petition for Money Claim on June 15, 2020. As of report-writing date, the case is still pending
resolution. Management stated that although the claim is against NPC, it is actually Power Sector
Assets & Liabilities Management Corporation (PSALM) which will pay SPPC the long outstanding
receivables given the former’s mandate to assume all of NPC’s liabilities as per the Electric Power
Industry Reform Act (EPIRA). (Analyst’s Note: Kindly refer to the Power Industry section for more
details regarding EPIRA.) PhilRatings will continue to monitor developments in relation to this.
STRATEGY
For its power business, ACR is gradually transitioning from being a provider of mainly peaking and
back-up power to being a provider of baseload power supply. Given the diesel-fired power plants’
rapid startup capabilities, the supply generated from such is being sold to cover intermediate and
peaking 12 demand, and to provide back-up power and ancillary 13 services. Supply from coal-fired
power plants, on the other hand, is used to serve baseload demand.
While ACR seeks to maximize returns from its existing portfolio of diesel-fired power plants, the
Company aims to capitalize on the underserved and growing baseload demand of the Mindanao grid
through the development of advanced coal-fired power projects.
Management noted that in Mindanao, diesel power plants are being displaced by hydro power plants
as suppliers of peaking and back-up power due to the former’s high fuel costs. Considering the
foregoing, management stated that in order for the Company to maximize returns from its diesel
power plants, it will have to relocate such to areas where these assets will be more relevant and
competitive. Given that diesel assets are made up of multiple units that are modular in nature,
12

Peak demand on an electrical grid is the highest electrical power demand that has occurred over a specified
time period. Such demand is typically met by dam-type hydro and oil-based power plants given that they are
more responsive to changes in demand and can be started up relatively quicker.
13 Contingency reserve, dispatchable reserve, back-up power, and reactive power support
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management highlighted that they are relatively easy to transport. While the foregoing relocation
projects remain a priority for ACR, the foregoing may take some time as ECQ has stalled the
Company’s timeline. As for its coal-fired power plants, on the other hand, ACR seeks to sell some of
the power generated by these plants to the WESM once it begins operations in Mindanao.

Figure 3 Electricity Demand Profile
With four of its five planned power projects being HEPPs, ACR is already moving into the field of
RE. This is in line with the Company’s long-term goal of reaching a balanced generation mix (50%
from non-RE sources and 50% from RE sources) where it can serve the complete power requirements
of its customers (i.e. baseload, intermediate, peaking, back-up as well as ancillary). Investing in RE
will also allow the Company to diversify its revenue mix and minimize potential risks that may arise.
Such risks may include volatilities in fuel costs, and regulatory concerns linked to certain fuel types.
In addition to HEPPs, the Company is also considering putting up a solar farm that will have a
potential capacity of 150 MW. Management is looking at carrying out the foregoing plan in the next
five to seven years, when the all-in cost of solar power generation becomes lower than the marginal
cost of coal.
Moreover, management highlighted that the Company’s foray into RE was driven by the RE Act of
2008. One provision of the RE Act was the Renewable Portfolio Standard (RPS) which mandates
power industry players to source a certain percentage of their electricity requirements, as set by the
National Renewable Energy Board (NREB), from eligible RE facilities 14 in order to meet the
aspirational target of 35% in the generation mix by 2030.
Furthermore, while expanding its operations in the Mindanao region, ACR is likewise looking to
expand operations in Indonesia, in Sulawesi in particular, given its proximity to Mindanao.

14

RE facilities that have been in commercial operations after the effectivity of the RE Act
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The foregoing plans, however, are still in the very early stages.
For its property development business, on the other hand, management stated that its plans of
gradually carving out such into a separate company is still being evaluated. Such plan, however, is not
yet expected to materialize in the near term as it is still being studied because of the high friction
cost15 involved.
ECONOMY16
In 2019, the Philippine economy experienced a slowdown in terms of growth. GDP expanded by
5.9%, even slower than the 6.2% recorded in 2018 and below the government’s downward revised
target of 6.0% to 6.5% for the year. The main factors that contributed to the slowdown were the
delayed passage of the 2019 budget, the mild El Niño experienced during the first half of the year, the
spread of African Swine Fever (ASF) in Luzon, as well as the global slowdown due to the trade war
between US and China. Moreover, GDP growth rate in 2019 was the country’s slowest in eight years.
On the upside, the Philippines’ long-term sovereign credit rating was upgraded from BBB to BBB+ by
Standard & Poor’s Global Ratings (S&P) in April 2019 on the back of the country’s consistent
economic growth, solid fiscal accounts, and its healthy external position. It should be noted that
BBB+ is the country’s highest credit rating to date from S&P. S&P also gave the country a stable
outlook, based on the supposedly strong momentum of the Philippine economy.
In January 2020, the Philippines saw the phreatic eruption of the Taal volcano and the emergence of
the 2019 novel coronavirus (2019-nCoV; now known as COVID-19) outbreak which brought a lot of
fear and uncertainty to the entire nation. As such, GDP declined by 0.7% year-on-year in the first
quarter of 2020. Such was the first economic contraction since the fourth quarter of 1998. The main
sectors which contributed to the contraction were manufacturing, transportation and storage,
accommodation, and food service activities.
Since its first emergence in January 2020, confirmed cases of COVID-19 in the country soared. In an
effort to contain the spread of the virus, the national government implemented a four-level
community quarantine scheme ranging from strictest to the most relaxed restriction - ECQ, MECQ,
GCQ and MGCQ - across various parts of the country beginning March 13, 2020. Under ECQ, classes
in all levels are suspended, mass gatherings are prohibited, strict home quarantine for all households
is observed, only providers of basic necessities are open, mass public transportation is suspended and
land, air and see travel are restricted. These lockdown restrictions, particularly the imposition of the
15

The total direct and indirect costs associated with the execution of a financial transaction

Sources: National Economic Development Authority
Philippine Statistics Authority
https://www.rappler.com/business/249977-gross-domestic-product-philippines-q4-2019
https://business.inquirer.net/288789/govt-concedes-2019-growth-missed-target
https://www.rappler.com/business/249977-gross-domestic-product-philippines-q4-2019
https://www.pna.gov.ph/articles/1109235
https://www.rappler.com/business/gross-domestic-product-philippines-q3-2020
https://asia.nikkei.com/Economy/Philippines-GDP-slump-eases-to-11.5-in-Q3
https://think.ing.com/articles/asia-philippines-economy-losing-steam-going-into-2021/
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Luzon-wide ECQ from March 16 to May 15, 2020, have brought about a decline in economic activity,
as well as a weakening and volatile local equity market.
With the abovementioned lockdown restrictions remaining in place for most parts of the country
from April until June 2020, year-on-year GDP growth declined even further by 16.5% in the second
quarter of the year. This captures two full months of the Luzon-wide ECQ, particularly in Metro
Manila which serves as the country's main business hub. According to the Philippine Statistics
Authority (PSA), such was the sharpest GDP drop on record. The main contributors to the decline
were manufacturing, construction, and transportation and storage. Among the major economic
sectors, only agriculture, forestry, and fishing posted growth, at 1.6%. The 16.5% drop in GDP
growth in the second quarter of 2020 brought the country’s January to June 2020 GDP contraction to
8.6%, and officially marked its entry into a period of economic recession.
In order to revive the economy, the government eased the lockdown restrictions in Metro Manila
and surrounding regions to GCQ starting June. With the lifting of the stringent restrictions, however,
confirmed cases in the country substantially grew from about 18,000 as of May 31, 2020 to over
100,000 at the start of August. As a response to the plea of the medical community, the government
reimposed a two-week MECQ in Metro Manila, as well as in Bulacan, Cavite, Laguna and Rizal, from
August 4 to August 18, 2020. After the two-week MECQ, all five areas had been downgraded to less
stringent restrictions which remain in place to date.
Despite the current economic uncertainties brought about by the pandemic, the country recently
received credit affirmations from four international credit rating agencies. In May 2020, S&P
maintained its BBB+ long-term credit rating for the Philippines with a Stable Outlook, as it expects
the economy to bounce back next year after the pandemic crisis. In the same month, Fitch Ratings
affirmed its BBB rating for the country, albeit with an Outlook downgrade from Positive to Stable. In
June 2020, the Japan Credit Rating Agency (JCRA) upgraded its rating of the Philippines from BBB+
to A- with a Stable Outlook, even as the country expects a contraction this year. In July 2020,
Moody’s Investors Service affirmed its Baa2 rating with a Stable Outlook for the country.
In the third quarter of 2020, the country’s year-on-year GDP contracted at a slower rate of 11.5% as
the government gradually eased restrictions despite continuously rising COVID-19 cases. While still a
contraction, the third quarter GDP growth is an improvement from the 16.5% dip recorded in the
second quarter of the year. On the supply side, of the three main sectors, only agriculture posted an
expansion (+1.2%), while industry and services both recorded contractions of 17.2% and 10.6%,
respectively. On the demand side, on the other hand, household consumption fell 9.3% amid a rise in
unemployment, while government spending rose 5.8%. The third quarter GDP growth brought the
country’s year-to-date GDP contraction to 10%.
Given the pandemic-induced challenges endured by the country to date, the government expects
GDP to contract by 8.5% to 9.5% in 2020, much lower than its initial estimate of 5.5% in July.
Despite the sharper-than-expected decline in 2020, the government remains optimistic that GDP
growth of the country for 2021 would settle between 6.5% to 7.5%. In line with the government’s
outlook, Asian Development Bank foresees GDP to contract by 8.5% in 2020 before growing by 6.5%
in 2021. World Bank, on the other hand, expects lower GDP contraction of 8.3% in 2020 and a 5.9%
17
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GDP growth in 2021, highlighting that a sustained focus on structural reform agenda while
addressing the pandemic can support economic recovery.
A recovery and the gradual opening up of the Philippine and other economies, will also depend on
how the COVID-19 pandemic is controlled beginning 2021, with the distribution and administration
of vaccines globally. In the Philippines, the number of cases in January 2021, necessitates close
monitoring after the Christmas holidays. Furthermore, the emergence of a more contagious variant of
COVID-19 which has been identified in the UK and which has now appeared in other countries
globally has triggered a new series of lockdowns and travel restrictions.
POWER INDUSTRY17
The industry has undergone significant changes since the EPIRA was passed in 2001. EPIRA is one of
the pro-market reforms implemented to achieve reliable and competitively priced electricity in the
country. Among the significant changes effected by EPIRA was the creation of the WESM by which
competitive market forces would establish electricity generation prices and make costs more
transparent. WESM is a centralized platform for buyers and sellers to trade power as a commodity.
WESM commenced commercial operations in the Luzon grid in June 2006. The Visayas grid, on the
other hand, was integrated into WESM and commenced commercial operations in December 2010.
WESM for Mindanao, however, is not yet operational as of report-writing date. According to the
Independent Electricity Market Operator of the Philippines (IEMOP), which operates WESM, the
operations of the WESM in the Mindanao Grid will be delayed to the middle of 2021 as it is still
upgrading the software system. As such, power generation companies in Mindanao are currently able
to sell power only through bilateral contracts.
Since the implementation of EPIRA, the industry has experienced improved reliability, quality, and
affordability of electric supply, as well as improved efficiency both in generation and transmission
sector.
Installed Capacity
As of end-2019, the country had reached a total installed generating capacity of 25,531 MW. Such
represents an increase of 1,716 MW (+7.2%) from the 23,815 MW recorded in 2018. About 71% of
the country’s total installed generating capacity is attributable to non-RE sources while the balance of
29% is attributable to RE sources. PhilRatings notes, however, that while the installed capacity of RE
power plants had been increasing in the last three years, the share of RE to the total installed
generating capacity had been experiencing a gradual decline. In contrast, installed capacities of coal
and oil-based power plants continued to rise over the period. Making up 40.8% of the total, coal
continues to be the country’s primary source of energy.

17

Philippine Institute for Development Studies; Department of Energy
http://powerphilippines.com/opening-of-mindanao-spot-market-moved-to-2021/
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Table 10 Total Installed Capacity (Philippines)
2017
Power Plant Type Capacity
%
of
(MW)
Total
Non-Renewable
15,649
68.9
Coal
8,049
35.4
Oil-Based
4,153
18.3
Natural Gas
3,447
15.2
Renewable
7,079
31.1
Geothermal
1,916
8.4
Hydro
3,627
16.0
Biomass
224
1.0
Solar
885
3.9
Wind
427
1.9
Total
22,728
100.0

2018
Capacity
(MW)
16,589
8,844
4,292
3,453
7,226
1,944
3,701
258
896
427
23,815

%
of
Total
69.7
37.1
18.1
14.5
30.3
8.2
15.5
1.0
3.8
1.8
100.0

2019
Capacity %
of
(MW)
Total
18,132
71.0
10,417
40.8
4,262
16.7
3,453
13.5
7,399
29.0
1,928
7.6
3,760
14.7
363
1.4
921
3.6
427
1.7
25,531
100.0

Of the total installed generating capacity of the country, the largest chunk (17,286 MW) was
attributable to the Luzon grid. This was followed by the Mindanao grid with 4,436 MW, then Visayas
grid with 3,809 MW.
With a capacity of 468 MW as of report-writing date, ACR makes up about 1.8% of the country’s
total installed generating capacity. In Mindanao alone, however, ACR is a relatively significant player
comprising 10.6% of the region’s total installed generating capacity.
Consumption/Generation
Based on data from the DOE, the country’s power consumption had been consistently increasing in
the last 15 years. In 2019, the total power consumed and generated by the country was recorded at
106,041 GWh, an increase of 6.3% from 99,765 GWh recorded in 2018. Making up 71.8% (76,177
GWh) of the total, the Luzon grid remains to be the largest consumer of electricity. Such was
followed by the Visayas Grid at 15.1% (16,060 GWh) and then the Mindanao grid at 13% (13,805
GWh) of the total. PhilRatings notes that while Mindanao had a greater installed generating capacity
than Visayas as of end-2019, its power consumption for the period was lower than the latter. Such
further reflects the current oversupply situation in the region, which is expected to persist until 2025,
according to management.
Mindanao Power Situation
As previously mentioned, the region has 4,436 MW of installed generating capacity as of end-2019.
Making up 25.9% of the region’s total generating capacity, hydroelectric energy plays a vital role in
Mindanao’s power supply. Mindanao is endowed with eight major river basins, namely: Agusan,
Tagoloan, Cagayan de Oro, Tagum, Libuganon, Davao, Buayan-Malungon, Agus and Mindanao River.
In recent years, however, it can be noted that the region has gradually shifted from power generated
by HEPPs to more power generated by coal-fired power plants. Such is evident in the declining share
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of hydro to the total from 30.3% in 2017 to 25.9% in 2018. The shift helped increase the region’s
resiliency to environmental disturbances such as El Niño. 18 Nonetheless, ACR’s management
highlighted that the HEPPs in their pipeline will not be as dependent on the weather as they are
designed based on the historical minimum flow of the river sources that they are using to produce
power.
Table 11 Total Installed Capacity (Mindanao)
2017
Power
Plant Capacity
%
of
Type
(MW)
Total
NonRenewable
2,276
64.0
Coal
1,370
38.5
Oil-Based
906
25.5
Renewable
1,283
36.0
Geothermal
108
3.0
Hydro
1,080
30.3
Biomass
36
1.0
Solar
59
1.7
Total
3,559
100.0

2018
Capacity
(MW)
2,463
1,521
942
1,352
108
1,134
51
59
3,815

2019
%
of Capacity
%
of
Total
(MW)
Total
64.6
3,025
68.2
39.9
2,089
47.1
24.7
936
21.1
35.4
1,412
31.8
2.8
108
2.4
29.7
1,147
25.9
1.3
73
1.6
1.5
84
1.9
100.0
4,436
100.0

While holding significant potential for growth, development in various parts of Mindanao has been
impeded by the heightened risks and challenges it currently faces. Among these are: (1) the absence
of WESM in the region; (2) its lack of physical integration with the Luzon-Visayas grids; (3) the peace
and order situation in the area; (4) and the ongoing COVID-19 pandemic.
In recent years, the Mindanao grid suffered rotating brownouts due to generation deficiency. In
response to such, large generators entered the region resulting in significantly increased supply. The
foregoing, in turn, created a surplus, prompting the extension of WESM operations to Mindanao.19
Due to the intricacies of the power industry in the region, however, establishment of the WESM
encountered series of delays. In the absence of a WESM, Mindanao’s power supply and demand
arrangements are based only on bilateral contracts between generators and distribution utilities
(DUs).20 At present, WESM in Mindanao has not yet commenced operations due to ongoing software
upgrades. Operation of WESM in Mindanao is expected to have a positive impact on ACR’s business
as it will serve as an avenue for the sale of its uncontracted capacities.
The physical integration of Mindanao to the broader Luzon-Visayas grids has been an enduring
objective of the DOE and the NGCP. Such objective gave birth to NGCP’s MVIP which the ERC
approved in July 2017. On October 19, 2018, NGCP simultaneously broke ground on the project’s
18

Source: https://www.mindanews.com/top-stories/2019/04/mindanao-power-supply-stable-despite-el-ninominda/
19 Source: https://businessmirror.com.ph/2018/11/30/wesms-commercial-run-in-mindanao-to-start-in-19/
20 Asian Development Bank
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cable terminal stations in the Municipality of Santander, Cebu, Dapitan City, and Zamboanga del
Norte. These cable terminal stations serve as the landing points of the two 92-km submarine cables
which will carry around 450 MW of power from Visayas to Mindanao, and vice versa. The project,
which was initially expected to be completed by December 2020, is now projected to be completed by
2021 as varying degrees of community quarantine remain in effect in several parts of the country to
date, according to NGCP. Similar to the WESM, the management cited such as favorable for ACR’s
business since it will enable the Company to sell its capacities to Visayas and Luzon.
The region has endured the long-standing conflict between the government and several militant
groups. On May 23, 2017, President Rodrigo Duterte placed the entire Mindanao under martial law
when terrorists from the Islamic State (ISIS) affiliate Maute group laid siege to Marawi City in Lanao
del Sur. The supposed 60-day state of martial law had been extended three times. The third and latest
one provided for the extension of such until the end of 2019 due to persisting threats of rebellion in
the region. Martial law, which lasted for two and a half years, ended on December 31, 2019. The
unrest in the region, however, persisted even after the martial law. In April 2020, 11 Philippine
Army soldiers were killed and 14 others wounded in a gun battle with the Abu Sayyaf Group in
Patikul, Sulu.21 According to the Company, however, the martial law had not been disruptive to the
normal course of the Company’s power and property development businesses. Furthermore, being
located far from the conflict-affected areas, all of the Company’s four operating power plants
continue to operate.
While most of the confirmed cases of COVID-19 in the country are in Luzon, most regions in
Mindanao also implemented varying forms of strict quarantine measures due to the growing number
of cases in the island. According to ACR management, the ECQ implemented in some areas of
Mindanao caused the demand for and consumption of power among its customers to drop slightly
below the 2019 levels. Management highlighted, nonetheless, that the revenues of its customers were
not adversely affected given that their respective collection efficiencies were maintained.
In addition, in order to cushion the impact of the quarantine restrictions on consumers, the ERC
ordered DUs, power generation companies, fuel suppliers, and other entities involved in the power
supply chain to give a 30-day payment extension of all bills falling due within the ECQ and MECQ.
The foregoing will be payable in four equal monthly installments in the succeeding billing months
following the end of ECQ and MECQ. The Company plans to cover such delay through a mix of
internally-generated cash and the availment of credit lines.
FINANCIAL PROFILE
PROFITABILITY
2019

21

Source: https://www.rappler.com/nation/258293-soldiers-killed-wounded-sulu-clash-abu-sayyaf-april-172020
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Revenues went up by a modest 1.9%, from P6.7 billion in 2018 to P6.8 billion. The main driver for
growth was the 210-MW SEC coal-fired power plant which began operating at full capacity with the
commencement of operations of the plant’s second 105 MW Section in October 2019. Along with the
slight improvement in revenues was the 9.3% decline in cost of services, from P4.7 billion in 2018 to
P4.2 billion. Such was attributable to lower costs associated with fuel, oil and lubricants, the delay in
SEC Phase 2’s commercial operations, as well as lower energy dispatched by the other diesel power
plants. General and administrative expenses (G&A), on the other hand, grew by 22.7% from P487
million in 2018 to P598 million on account of costs associated with SEC Phase 2 and Siguil which
began construction in the third quarter of 2019. Following the lower costs incurred by the Company,
operating income improved by 30.6%, from P1.5 billion recorded in 2018 to P2.0 billion.
Finance charges, on the other hand, was lower by 8.8% to P1.1 billion on account of ACR’s partial
prepayment of its debt amounting to P1 billion in April 2018. PhilRatings notes the prepayment of
loans with relatively high interest rates is in line with the Company’s debt management strategy.
Other income likewise declined from P327 million in 2018 to P46 million on the back of lower
recorded dividend income.
A marginal uptick in revenues, coupled with a decline in costs, led to a significant 73% jump in net
income from P563 million in 2018 to P974 million. Based on company disclosure, ATEC, which
directly owns the 210-MW SEC power plant, contributed about P1.2 billion to the company’s
comprehensive income for the period.
Given the lower costs and finance charges, the Company’s profit margins and interest coverage ratio
also improved for the period. Debt Service Coverage Ratio, on the other hand, declined from 0.68x in
2018 to 0.25x on account of the Company’s P5.8 billion long-term debt that will mature in 2020.
9M2020
Amid the economic recession that the country is currently undergoing due to the COVID-19
pandemic, the Company managed to post strong earnings in the first nine months of 2020. ACR’s net
income grew by 184% to P1.7 billion in September 2020. The substantial increase was mainly
attributable to the 56.4% growth in total revenues to P7.3 billion. The fully operational SEC plant
(Phase 1 and Phase 2) continued to be a major revenue driver for the Company along with the
continuing operations of WMPC and the other diesel plants of ACR. Cost of goods sold and services
proportionately increased by 20.9% to P3.5 billion primarily due to the fuel costs associated to SEC 2
operations. The combined effect of the foregoing resulted in a higher gross profit margin for the
period, from 37.6% in 9M2019 to 51.7%.
G&A rose by 47.9% to P485 million on account of the full operations of SEC 2 and recognition of an
impairment loss on goodwill.
Similarly, net finance charges were substantially higher by 103.9% to P1.5 billion, owing to the
recognition of expense attributable to SEC 2 loan.
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Given the strong net income performance of ACR in the first nine months of 2020, its net profit
margin jumped from 12.6% in 9M2019 to 22.8%. The Company also posted significantly higher
return on average equity and return on average assets of 10.9% (9M2019: 4%) and 3.67% (9M2019:
1.3%), respectively. Interest coverage ratio also improved for the period, from 1.85x in 9M2019 to
2.16x. Debt Service Coverage Ratio, however, declined from 0.46x in 9M2019 to 0.38x on account of
the Company’s P5.9 billion long-term debt that will mature in the near-term.
The Company’s performance for the nine month period also considers liquidated damages from Japan
Gas Corporation, its engineering, procurement and construction (EPC) contractor for SEC Phase 2,
for the delay in the power plant’s commercial operation date (COD). The penalty paid served as a
replacement for SEC Phase 2’s lost revenues for the months it failed to operate as originally
scheduled. Such was fully collected by ACR in June 2020.
Projected Period (2020-2021)
In the near-term, the Company foresees its revenues to grow at a robust double-digit rate as SEC
Phase 2 becomes fully operational. Moving forward, all revenues will be sourced from various
contracts with its customers. Following the robust growth of revenues in the near-term, the
Company similarly expects a significant increase in the cost of services. G&A, on the other hand, will
significantly decline due to the COVID-19 pandemic. Given the above, operating income for the
period will substantially grow. Finance charges, however, will be significantly higher due to the full
recognition of finance charges attributable to SEC Phase 2. As a result of the foregoing, the Company
expects a substantial net income growth in the near-term.
In contrast, towards the end of the projected period, ACR expects a single-digit decline of revenues
due to the absence of the one-time liquidated damages it previously collected from its EPC contractor
for SEC Phase 2. Despite lower revenues, the Company expects its costs of services and its G&A to
grow by single-digit rates. Given such, the Company’s operating income and net income will
experience double-digit declines.
LIQUIDITY
2019
For 2019, ACR remained liquid with a positive level of cash flows from operations amounting to P2.5
billion. Bulk of cash for the period was used for the Company’s capital expenditure requirements, and
for the payment of loans and long-term debts.
The Company ended 2019 with a cash balance of P2.8 billion, lower by P660 million from the P3.5
billion balance in 2018.
Total Assets of ACR continued to expand as of end-2019, increasing by 4.9% from P43.5 billion in
2018 to P45.6 billion on account of higher fixed assets as of end-2019.
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Total Liabilities, on the other hand, expanded by 6.1% in 2019 primarily attributable to the series of
commercial papers that the Company issued during the period.
Current ratio and acid-test ratio, however, fell below 1 at 0.73x (2018: 1.42x) and 0.51x (2018: 1.01x),
respectively. Cash flow coverage of maturing obligations likewise dipped from 1.9x as of end-2018 to
0.3x. The foregoing declines are due to the Company’s P5.8 billion long-term debt that will mature in
2020.
9M2020
The Company ended the period with a positive level of cash flow from operations of P2.8 billion,
higher by 46.1% from the P1.9 billion recorded in 9M2020. The foregoing was attributable to the
cash flow contribution coming from SEC 2 operations. Significant cash outlays by the Company
during the period were used for payments of loans, long-term debt, interest and transaction costs.
Consequently, the Company’s cash balance at the end of the period was P2.5 billion, slightly lower by
2.5% from the P2.6 billion recorded in the same period in 2019.
Total assets were slightly lower (-0.8%) from P45.6 billion as of end-2019 to P45.3 billion. Such was
largely due to the recognition of depreciation of property, plant and equipment and recognition of
impairment of goodwill. Total liabilities, on the other hand, declined by 4% from P30.8 billion as of
end-2019 to P29.5 billion on account of loan repayments made by the Company during the period.
While still below 1.0x, current ratio for the period improved from 0.73x as of end-2019 to 0.80x.
Acid-test ratio likewise improved to 0.55x, from 0.51x as of end-2019.
Projected Period
Over the projected period, investing requirements will largely be supported by internally generated
cash and proceeds of loan availments. Hefty investment outlays are expected towards the end of the
projected period. In terms of financing activities, ACR expects substantial loan availments, to be
countered by significant payment of loans and long-term debts. Given the foregoing, the Company
foresees a slightly higher cash balance at the end of the projected period.
CAPITAL STRUCTURE
2019
The Company’s total debt expanded by 7.7%, from P23.2 billion recorded in 2018 to P25 billion. Such
was primarily attributable to the series of commercial papers it issued during the period.
As of end-2019, outstanding loans payable and long-term debt of the Company are all pesodenominated, with a combination of fixed and floating interest rates. Majority of its subsidiaries’
loans, however, are still collateralized. Based on its submitted information, certain parcels of land
registered under its KAED project, SEC project and MPC project were used as collateral.
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With all its loans being entirely peso-denominated, ACR’s exposure to foreign currency risk is only
limited to certain current assets and non-interest bearing current liabilities. In order to manage such
risk, the Company closely monitors the fluctuations in exchange rate, to anticipate the impact of this
risk on ACR’s financial position and performance.
ACR’s long-term debt account consists of the following Philippine peso-denominated obligations:
Table 12 Long-Term Debt Breakdown

As of end-2019, the Company and its subsidiaries are in compliance with the debt covenants of their
respective outstanding debts.
Total equity, on the other hand, grew by 2.4% from P14.5 billion in 2018 to P14.9 billion. Growth of
such was due to increase in retained earnings.
With the growth in total debt outpacing growth in total equity, the Company’s debt-to-equity (DE)
ratio moved from 1.6x as of end-2018 to 1.7x as of end-2019.

9M2020
Total debt stood at P24.4 billion as of end-September 2020, lower by 2.7% from its end-2019 level.
The slight decline was mainly attributable to the P1.1 billion total loan repayments of the Company
during the period counterbalanced by the availment of short-term lines used to partially finance the
construction of Siguil Hydro Power Plant. PhilRatings also notes that all CPs maturing from January
to August 2020 were all paid on maturity date. ACR no longer has outstanding CPs as of reportwriting date.
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292
98
608

Table 13 ACR's CPs that matured earlier in 2020
Amount
Issue Date
Maturity Date
(in PhP millions)
Jul. 12, 2019
Jan. 10, 2020
Mar. 29, 2019
Mar. 23, 2020
292
Feb. 11, 2020
May 12, 2020
Jul. 12, 2019
Jul. 10, 2020
402
Feb. 11, 2020
Aug. 11, 2020
Total CPs – P1.692 billion

Total equity, on the other hand, grew by 6% to P15.7 billion on account of higher equity from the
Company’s non-controlling interests, as well as higher retained earnings.
As a result of the foregoing, DE ratio improved to 1.55x as of end-September 2020.
Projected Period
The Company expects its total assets to continue expanding going forward, with property, plant and
equipment accounting for the bulk. Along with the expansion of the Company’s total assets will be
the continued increase of total debt. Total equity will likewise experience significant growth over the
projected period. The foregoing will be due to a combined effect of the increase in the equity
attributable to non-controlling interest and the expansion of retained earnings.
Given the more robust expansion in the Company’s total equity, DE ratio and total debt-tocapitalization will consequently improve in the near-term. While expected to increase at the end of
the projected period, both ratios will still be much lower that the recorded levels in 2019.
FINANCIAL FLEXIBILITY
The Company is listed in the Philippine Stock Exchange (PSE) and has a market capitalization of
P8.56 billion as of December 28, 2020. Should the need arise, such may be a source of liquidity for the
company. PhilRatings notes that the foregoing represents a significant recovery from its market
capitalization of P5.85 billion during the last credit rating review in April 2020. As of report-writing
date, ACR has a significant amount of unused long-term credit facilities with various local banks.
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